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Dear S i r  or Madem: 

W e  have  c o n s i d e r e d  y o u r  a p p l i c a t i o n  f o r  r e c o g n i t i o n  o f  exemption from 
F e d e r a l  income t a x  under  t h e  p r o v i s i o n s  o f  s e c t i o n  5 0 1 ( c ) ( 6 )  o f  t h e  
I n t e r n a l  Revenue Code o f  1986 and its a p p l i c a b l e  T~;c...a" Tax 
Regu la t ions .  Based on t h e  a v a i l a b l e  in fo rma t ion ,  w e  havs  d ' t a r q i n e d  
t h a t  you d o  n o t  q u a l i f y  f o r  t he  r e a s o n s  set  f o r t h  on Enc!usarn '!. 
Cons ide ra t ion  was g i v e n  t o  whether  you q u a l i f y  f  r~ e;:.&pt 4 :ld ben!:ier 
o t h e r  s u b s e c t i o n s  of s e c t i o n  501(c) o f  t h e  CoGa anci x:: t:;?\ro 4 : :  .:;.i :<.ad 
t h a t  you d o  no t .  

A s  your  o r g a n i z a t i o n  h a s  n o t  e s t a b l i s h e d  exempt i -n  .. . - . a -  : :ncome 
t a x ,  it w i l l  be n e c e s s a r y  f o r  !IOU t o  f i l e  an r.r -: :.&urn 
on Form 1041 i f  you a r e  a t r u s t  o r  Form 1120 ii ,- . <:.;.a ,. r aL ion  
o r  an u n i n c o r p o r a t e d  a s s o c i a t i o n .  

If you a r e  i n  agreement  w i t h  o u r  proposed d m  ,' *, e...;.? s i g n  and 
r e t u r n  one copy o f  t h e  e n c l o s e d  Form 6018, Con.;w.t ' Proposed Adverse 
Actson. 

You have t h e  r i g h t  t o  p r o t e s t  t h i s  proposed d e t e r m i n a t i o n  i f  you 
n e l i e v e  t h a t  it is i n c o r r e c t .  To p r o t e s t ,  yocl r .hould submit  a w r i t t e n  
a p p e a l  g i v i n g  t h e  f a c t s ,  law and o t h e r  i n f o r m a t i o n  t o  s u p p o r t  your  
p o s i t i o n  a s  e x p l a i n e d  i n  t h e  e n c l o s e d  P u b l i ~ a t i o n  892, l l E ~ e m p t  
O r g a n i z a t i o n s  Appeal  P r o c e d u r e s  f o r  Unagreed Xssues". The a p p e a l  wt 
be submi t t ed  w i t h i n  30 d a y s  from t h e  d a t e  o f  t h i s  le t ter  and must 
be s igned  b y  one  o f  your  p r i n c i p a l  o f f i c e r s .  You may r e q u e s t  a 
h e a r i n g  w i t h  a member o f  t h e  o f f i c e  o f  ths Regiona l  D i r e c t o r  o f  Appeals 
when you f i l e  your  appea l .  I f  a h e a r i n g  is r e q u e s t e d ,  you w i l l  be 
c o n t a c t e d  t o  a r r a n g e  a d a t e  f o r  it. The h e a r i n g  may b e  h e l d  a t  t h e  
Regional  O f f i c e ,  o r ,  i f  you r e q u e s t ,  a t  any  m u t u a l l y  conven ien t  
D i s t r i c t  O f f i c e .  If ysu  are t o  be r e p r e s e n t e d  b y  someone who is n o t  
one  of your  p r i n c i p a l  o f f i c e r s ,  h e  o r  s h e  must f i l e  a p rope r  power o f  



******* * * * * * *  **** *********  **********  ***  
********** 

attorney and otherwise q u a l i f y  under our Conference and Pract ice  
Requirements as set forth  i n  Sect ion 601.502 of  the  Statement of 
Procedural Rules. See Treasury Department Circular N o .  230. 

~f w e  do not  hear from you within t h e  t i m e  s p e c i f i e d ,  t h i s  will become 
our f i n a l  determination. . . . . :.. ., :-- ,.:= ..... -7,..,:---?-a - . , ". . . :.-,-.n .. . I.. :..* ** ******** *****  ::; 

D i s t r i c t  Director L 

Enclosures: 3 



ENCLOSURE I 

* * * * * *  * * * * * * **** ********  * * * * * * * * * * ***  

The i n f o r m a t i o n  submi t t ed  i n d i c a t e * *  a t  you were  i n c o r p o r a t e d  on 
* * * * * *  * *  **** i n  t h e  S t a t e  o f  ***  . You f i l e d  a p p l i c a t i o n  Form 
1024, App l i ca . t i on  f o r  Recogn i t ion  o f  Exemption, under  s e c t i o n  50J(6) 
of t h e  I n t e r n a l  Revenue Code on * * * *  **  ****. 

The Articles o f  I n c o r p o r a t i o n  s t a t e  t h a t  t h e  s p e c i f i c  p u r p o s e s  f o r  
which t h e  a s s o c i a t i o n  was formed * * * * ** * *  * *  ***  nce*****  f  
*** mercial  and c i v i c  i n t e r e s t  o f  * * * * * * * * *  * * * * * * ***  ,  * * * * * * ,  
***  , and i n  f u r t h e r a n c e  o f  such  o b j e c t  t o  engage i n  and conduc t  
p romot iona l  programs and p u b l i c i t y ,  s p e c i a l  e v e n t s ,  d e c o r a t i o n ,  
c o o p e r a t i v e  a d v e r t i s i n g  and o t h e r  j o i n t  endeavors  i n  t h e  g e n e r a l  
i n t e r e s t  and f o r  g e n e r a l  b e n e f i t  o f  merchants  I n  t h e  Center ;  t o  
promote and encourage -i ich c i v i c ,  s o c i a l  and c u l t u r a l  f u n c t i o n s  and 
e v e n t s  as w i l l  b e n e f i t  lts members and community, and t o  encour-  
age  a  s p i r i t  of  c o o p e r a t i o n  and h i g h  b u s i n e s s  s t a n d a r d s  among i ts  
members. The a s s o c i a t i o n  s h a l l  be conducted  a s  a  n o n - p r o f i t  o r g a n i -  
z a t i o n ,  and no p a r t  of t h e  p r o f i t s  o f  t h e  A s s o c i a t i o n  s h a l l  i n u r e  t o  
t h e  b e n e f i t  of  any member o r  o t h e r  pe r son .  

The bylaws i n d i c a t e s  t h r e e  c l a s s i f i c a t i o n s  o f  membership: g e n e r a l ,  
management and a s s o c i a t e .  Membership i n  t h e  A s s o c i a t i o n  s h a l l  b e '  
c o n f i n e d  t o  t h o s e  pe r sons ,  f i r m s ,  and c o r p o r a t i o n s  engaged i n  a  
b u s i n e s s  o r  a  p r o f e s s i o n  w i t h i n  t h e  Cen te r .  Each r e p r e s e n t a t i v e -  o f  
g e n e r a l  and management members s h a l l  be e n t i t l e d  t o  one  s p e c i a l  v o t e  
f o r  e a c h  monthly increment  o f  $***  which uuch member is o b l i g a t e d  
t o  pay as dues .  A s s o c i a t e  msmbers s h a l l  a t  no t i m e  have  a n y  r i g h t s  
t o  v o t e .  

Your a p p l i c a t i o n  Form 1024, A p p l i c a t i o n  f o r  Recogn i t ion  o f  Exemption 
Under S e c t i o n  501(c )  (6), lists s e v e r a l  d i f f e r e n t  a c t i v i t i e s  which 
t h e  a s s o c i a t i o n  s p o n s c r s  o r  r e c e i v e s  a  fee f o r  t h e  e v e n t s  t h a t  a r e  
conducted  a t  t h e  mal i  t h roughou t  t h e  y e a r .  The a s s o c i a t i o n  employs 
* * *  Customer S e r v i c e  R e p r e s e n t a t i v e s  and one  P romot iona l  D i r e c t o r .  
The Customer S e r v i c e  R e p r e s e n t a t i v e s  s e l l  Inall g i f t  c e r t i f i c a t e s ,  
d i r e c t  cus tomers  t o  s t o r e s ,  and p r o v i d e  i n f o r m a t i o n  c o n c e r n i n g  t h c :  
promot iona l  e v e n t s .  The P romot iona l  D i r e c t o r  c o o r d i n a t e  and 1s 
r e s p o n s i b l e  f o r ;  a )  involvement  w i t h  community o r g a n i z a t i o n s  t o  
c r e a t e  e v e n t s  t o  h e l p  r a i s e  f u n d s  f o r  community o r g a n i z a t i o n s ;  b )  
o r g a n i z e  e v e n t s  t o  h e l p  g e n e r a t e  s a l e s  and t r a f f i c  a t  t h e  ma l l ;  c )  
p l a c e  a d v e r t i s m e n t  t* promote t h e  o v e r a l l  e f f o r t s  o f  t h e  .&L and 
t h e  community. 

The i n f o r m a t i o n  s u b m i t t e d  i n d i c a t e s  t h a t  you w i l l  b e  f i n a n c i a l l y  
s l ~ p p o r t e d  by membership dues  and f e e s  r e c e i v e d  th rough  p romot iona l  
e v e n t s .  Your expenses  w i l l  be p r i m a r i l y  f o r  a d v e r t i s i n g  and 
s a l a r i e s .  



.A 

-4 - 
ENCLOSURE I, cont. 

************************************************ 

Section 501(c)(6) of the Internal Revenue Code of 1986 provides 
exemption from Federal income tax for business leagues not organized 
for profit, and no part of the net earnings of which inures to _the 
benefic of any private shareholder or individual. 

section 1.501(~)(6)-1 of the Income Tax Regulations states that a 
business league is an association of persons having some common 
business interest, the purpose of which is to promote such common 
interest and not to engage in a regular business of a kind ordinari- 
ly carried on for profit. The Regulations further state that the 
activities of a business leaque should be directed to the improve- 
ment of business conditions in one or more lines of business as 
distinguished from the performance of particular servxces for 
individual members. 

In Rev. Rul. 73-411, 1973-2 C.B. 180, exemption under section 
501 (c) (6) of the Code was denied to z shopping center merchants' 
association whose membership is restricted to and required of the 
tenants of a one-owner shopping center and their common lessor, and 
whose activities are directed to promoting the general business 
interests of its members. 

Based on the above -facts and upon the applicable law and precedent, 
******************************************** * * * .  fails ta qualify 
for exemption under section 501(c)(6) because ******** ******** **** 
*********************** ***. has no common business interest other 
than a mutual desire to increase their individual sales through 
promotional activities. In this respect ******** ******** **** 
*********************** **** is similar to the organization denied 
exemption in Rev. Rul. 73-411, 1973-2 C.B. 180. 


